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Internal Revenue Service, Treasury § 1.801–3

is not an insurance company for the 
year 1954 within the meaning of the 
Code and the regulations thereunder.

§ 1.801–2 Taxable years affected. 
Section 1.801–1 is applicable only to 

taxable years beginning after Decem-
ber 31, 1953, and before January 1, 1955, 
and all references to sections of part I, 
subchapter L, chapter 1 of the Code are 
to the Internal Revenue Code of 1954, 
before amendments. Sections 1.801–3 
through 1.801–7 are applicable only to 
taxable years beginning after Decem-
ber 31, 1957, and all references to sec-
tions of part I, subchapter L, chapter 1 
of the Code are to the Internal Revenue 
Code of 1954, as amended by the Life In-
surance Company Income Tax Act of 
1959 (73 Stat. 112). Section 1.801–8 is ap-
plicable only to taxable years begin-
ning after December 31, 1961, and all 
references to sections of part I, sub-
chapter L, chapter 1 of the Code are to 
the Internal Revenue Code of 1954, as 
amended by the Life Insurance Com-
pany Income Tax Act of 1959 (73 Stat. 
112) and section 3 of the Act of October 
23, 1962 (76 Stat. 1134). 

[T.D. 6886, 31 FR 8681, June 23, 1966]

§ 1.801–3 Definitions. 
For purposes of part I, subchapter L, 

chapter 1 of the Code, this section de-
fines the following terms, which are to 
be used in determining if a taxpayer is 
a life insurance company (as defined in 
section 801(a) and paragraph (b) of this 
section): 

(a) Insurance company. (1) The term 
insurance company means a company 
whose primary and predominant busi-
ness activity during the taxable year is 
the issuing of insurance or annuity 
contracts or the reinsuring of risks un-
derwritten by insurance companies. 
Thus, though its name, charter powers, 
and subjection to State insurance laws 
are significant in determining the busi-
ness which a company is authorized 
and intends to carry on, it is the char-
acter of the business actually done in 
the taxable year which determines 
whether a company is taxable as an in-
surance company under the Internal 
Revenue Code. 

(2) Insurance companies include both 
stock and mutual companies, as well as 
mutual benefit insurance companies. 

For taxable years beginning before 
January 1, 1970, a voluntary unincor-
porated association of employees, in-
cluding an association fulfilling the re-
quirements of section 801(b)(2)(B) (as in 
effect for such years), formed for the 
purpose of relieving sick and aged 
members and the dependents of de-
ceased members, is an insurance com-
pany, whether the fund for such pur-
pose is created wholly by membership 
dues or partly by contributions from 
the employer. A corporation which 
merely sets aside a fund for the insur-
ance of its employees is not an insur-
ance company, and the income from 
such fund shall be included in the re-
turn of the corporation. 

(b) Life insurance company. (1) The 
term life insurance company, as used in 
subtitle A of the Code, is defined in sec-
tion 801(a). For the purpose of deter-
mining whether a company is a ‘‘life 
insurance company’’ within the mean-
ing of that term as used in section 
801(a), it must first be determined 
whether the company is taxable as an 
insurance company (as defined in para-
graph (a) of this section). An insurance 
company shall be taxed as a life insur-
ance company if it is engaged in the 
business of issuing life insurance and 
annuity contracts (either separately or 
combined with health and accident in-
surance), or noncancellable contracts 
of health and accident insurance, and 
its life insurance reserves (as defined in 
section 801(b) and § 1.801–4), plus un-
earned premiums, and unpaid losses 
(whether or not ascertained), on 
noncancellable life, health, or accident 
policies not included in life insurance 
reserves, comprise more than 50 per-
cent of its total reserves (as defined in 
section 801(c) and § 1.801–5). For pur-
poses of determining whether it satis-
fies the percentage requirements of the 
preceding sentence, a company shall 
first make any adjustments to life in-
surance reserves and total reserves re-
quired by section 806(a) (relating to ad-
justments for certain changes in re-
serves and assets) and then as required 
by section 801(d) (relating to adjust-
ments in reserves for policy loans). For 
examples of the adjustments required 
under section 806(a), see paragraph 
(b)(4) of § 1.806–3. For an example of the 
adjustments required under section 
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